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BUNGOMA COUNTY ASSEMBLY *CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
For the year ended June 30, 2019

I. KEY ENTITY INFORMATION AND MANAGEMENT

a) Backgroundinformation

The Bungoma county assembly Car loan and Mortgage scheme is a revolving fund established

oursuant to the Salaries and Remuneration commission (sRC) circular nq!:l
Iicniwrvltii ot i+in r.bruury 2014. Section 167 of the Public Finance Management (PFM)

Act 2Ol2 mandates the administiator of public funds with the preparation of annual financial

statements.

For proper management of the fund and as advised by the sRC in the circular under the

reference, Bungoma county adopted the PFM regulations 2014 to guide in the operationalization

of the fund. The iund is internally administered in the county assembly by the office of the clerk'

The County Assembly Car Loan and Mortgage scheme was s1 uP. by the salaries and

remuneration commission through circular neiNo. SRC/TS/CGOVTI3I16 of 2013 as a benefit

to members of the scheme.
The fund is whotly owned by the county govemment of Bungoma and is domiciled in Kenya'

b) PrincipalActivities

The principal activity/nrission/ mandate of the fund is to provide car loan and Mortgage to

Members of the CountY AssemblY.

c) Loans Management Committee

I
2

Ref

J

4

7

d) Key Management

e) Bungoma County Assembly Headquarters

P.O. Box 1886 - 50200
Irormer County Council Building
Moi Avenue

PositionName
Hon. James Barasa

ViceNafuta KhisaI Ion
MemberHon. Jane
MemberHon Makari
Member
Member

5

6 Ms. Rael Nekesa
Hon. Mitlia

Mr. John Mosongo

No. Name Designation

I John Mosongo F'und Administrator

2 Hon. James Barasa Mukhongo Chair

J Rael Nekesa Khisa CASB
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BUNGOMA COUNT-Y ASSEMBLY _ CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
For the year ended June 30, 2019

Bungoma

0 Entity Contacts

Telephone:055 (20) 30854,055 (20) 30309, +254722 585582

E-mail:bungomacountyassembly@gmail.comorinfo@bungomaassembly.go.ke
Website: http://www'bun gomaassembly. go'ke

g) Fund Bankers

l. Bank of Africa
Bungoma Barnch
P.O. Box 1066-50200
Bungoma, KenYa

2. KenYa Commercial Bank of KenYa

Bungoma Branch
P.O. Box 201-50200
Bungoma, KenYa

h) lndependent Auditors

Auditor General
Kenya Nationat Audit Office
Anniversary Towers, University Way

P.O. Box 30084
cPo 00100
Nairobi, KenYa

i) Principal Legal Adviser

The AttorneY General

State Law Ottlce
Harambee Avenue
P.O. Box 40112

City Square 00200
Nairobi, Kenya

3ll'age



BUNGOMA COTJNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
For the vear ended June 30, 2019

2. LOANS MANAGEMENT COMMITTEE

The Loans Management committee during the financial year consisted of:

Hon. James Barasa Mukhongo- Chairman

He was elected MCA Chwele/Kauchai Ward in August

2017.He is the Chairperson Finance and Economic Planning

Committee.

Hon. Rosemary Khisa - Member.

She was elected MCA Luuya/Bwake Ward in August 2017

and the Chair Budget and Appropriation Committee in

October 2017.

,ID

t0a 0, r,
116r c,

!aa

Hon. Jane Cheperenger Ingo-Member

She was nominated MCA in August 2017'She represents

women in the Committee.

Hon.Milliah Masungo

She was elected MCA Mihuu Ward in August 2017' She

represents women in the Committee.

4ll'agc
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
vear ended June 30, 2019For the

Hon.George Makari-Member
He was elected MCA Musikoma Ward in August 2017' He is

a member of Welfare Comn, ittee.

lli
lll
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Ms. Rael Nekesa-Member

Ms Rael Nekesa was competitively recruited as member

representing the public in 2017 . She holds a Bachelor's degree

in' Businesi Administration from Maseno University and

Masters in Project Planning and Management from University

of Nairobi.

John Mosongo -{lerk/Bungoma

Mr. Mosongo was seconded by the transition Authority as the

Clerk to t[e Assembly on February 2013' He was later

recruited through a competitive process as the Clerk to County

Assemblv of Bunqoma and Secretary to the County Assembly

Board on l2'h Jan-uary 2014' He is the CEO and the adviser to

the Speaker
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BTJNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND

Reports and Financial
For the Year ended Jur

i Statements
ne 30, 2019

3. MANAGEMENT TEAM

durin the ttnancial consisted ol':
1'he

Mr. Mosongo was seconded by the transition

Authority a-s the Clerk to the Assembly on

f.6.uury 2013. He was later recruited through a

competitive process as the Clerk to County

nssemUty of Bungo*u and Secretary to the

Cor"iy ntt.tbly Board on 12'h January 2014' He

is tne bEO and the adviser to the Speaker'

Mr. Mosongo holds a Bachelor of Arts Degree

irorn Unir.itity of Nairobi' He has undertaken.a

Senior Management Course and Strategic

L.ua.ttt ip Cou-rse offered by the Kenya School.of

Government. Mr. Mosongo is a member ol the

Labour relations at the Society ol Clerks at the

Table (SOCATT

John Mosongo -Fund Adminstrator

Hon. James Barasa Mukhongo- Chairman
ardw ln,le/KabuchaiChweMCAlectedwasHe

andFinancels the20 .l{e7 ChairpersonA.ugust
Committee'PlanniEconomic ng

Ms. Rael Nekesa-CASB Member

Ms Rael Nekesa was competitively recruited.as

member representing the public in2017 '.S!e n9]os

a Bachelor's degree in Business Admtntstratton

no, 
-f"fut"no 

Uiiversity and Masters in Project

eiunning and Management from University of

Nairobi.
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

4. FUND CHAIRPERSON'S REPORT

It is my pleasure to present, on behalf of the Loans Management Committee, the County
Assembly of Bungoma Car Loan and Mortgage Scheme fund tlnancial statements flor the year

ended 30'h June 20 19. The financial statements present the financial performance of the fund

over the past year.

Sustainability

The tund and its stakeholders are increasingly emphasizing on the need to ensure sustainability

for both its investments and its resource mobilization and financing capabilities with an objective

ofensuring that the fund's going concern is secured.

Review of performance

lncome

The tund earned revenues amounting to KShs. 7,368,980 revenues ti'om exchange transactions.

Overall income increased by l7o/o.

Expenditures

The total expenditures during the period amounted to KShs. 8,524,432 out of which the

Committee expenses amounted to KShs 8,447,800 and other expenses (Bank Charges) amounted

to KShs.76,632.60 representingggYo and lYo oftotal expenditures respectively'

Future outlook

The outlook of the Fund for 20l9l2O2O looks brighter. The fund fbcus is looking to build a

robust and sustainable fund with a motivated workforce and structures that enhance efficiency

and effectiveness in the service delivery. The fund looks tbrward to continued support from the

county govemment to the realization of its mandate.

Appreciation

I take this opportunity to express my sincere gratitude and appreciation to the county
government, stakeholders, management, staff and t'ellow members of the committee for their

continued support which made us achieve these results.

I look forward to your continued support in the year 201912020.

Signed:

Hon. James Barasa Mukhongo
Loan Manasement Committee Chairoerson

7ll'irgc
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BUNGOMA COUNTY ASSEMBLY_CAR LOAN AND MORTGAGE FUND

Reports and
For the Year

Financial Statements
ended June 30' 2019

5. REPORT OF THE FUND ADMINISTRATOR

It is my pleasure to present the county Ass.embly of Bungoma-car loan and Mortgage Scheme

financial sratements tur ;.;;;aJa',6; iri. 2019. ihe financial statements present the

financial performance ofthe fund over the past year'

Financial Performance

a) Revenue

ln the year ended 30th June 2019, the fund was able to realise KShs 7,368,980 in actual revenues'

b) Loans

During the financial year 20|812019, the fund disbursed 59 new loans. Total amount of loans

JirUr."t.O during the financial year amounted to Kshs' 97 '078'635'

c) Cash flows

There was a slight increase in cash and cash equivalents from KShs 
,4,259'347 

as at 30 June

2018 to KShs 4,973,92: u. ut 30 June 2019. There was significant cash outflow and inflow as a

result of disbursements and repayments by memberi. There was a reduction in loan

disbursements from tinancia I year 2Ol8l2Of S *hich ;mounted to Kshs'102'273 '477 
as compared

to tlnancial year Z0l7DAi8;.;" total amount disbursed amounted to Kshs' 2l l'550'000'

The total amount for repayment of loans for financial year 2018/2019 amounted to Kshs'

67,946,106 which is un'ii"r"ur. compared to financiai year 201712018 where total loan

repayment amounted to Kshs. 5 1.094' 153'

d) Conclusion

FY20l8/20tgwasagoodyearingeneral.Goodprogresswasmadeandthemomentumhas
been created to enable County Assembly of sr.gJ..'Car Loan and Mortgage Scheme Fund

continues on a trajectory into prosperity. W. ftur.TJ"ntified gaps and areas to improve on in the

subsequent Years.

I take this oPPortunitY to thank the Loans Management Committee for their suPPort I would also

want to thank all statf who we have worked hand in hand to ensure that CountY AssemblY of

Bungonra Car Loan and Scheme Fund achieves its mission

Signed

John Ongwae

Fund Administrator

8ll)age
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

6. CORPORATE GOVERNANCE STATEMENT

THE COMMITTEE

The Bungoma county assembly car loan and mortgage scheme is a revolving lund established

Dursuant to the Salaries and Remuneration Commission (SRC) circular number

bnCffSlwHl3l14 of l4'h February 2014 Section 167 of the Public Finance Management (PFM)

Act 2012. [ts mandate is to provide car loans and mortgage to Members of County Assembly.

The fund is committed to ensuring compliance with regulatory and supervisory corporate

governance requirements. Essential to the establishment of a corporate governance framework in

ihe lund is a lormal governance structure with the Loans Management Committee at its apex'

The operations of the fund are governed by the Members Car Loan and Mortgage regulations

made on 26th Aprit,2014. The structure is designed to ensure an informed decision making

process based on accurate reporting to the board.

THE LOANS MANAGEMENT COMMITTEE

The Car Loan and Mortgage Regulations 2014 provide that the Loans Management Committee

shall consistofChairman(Finance&EconomicPtanning)asthechairpersonofthe Committee,

one member( Budget & Appropriation Committee), one member( CASB) ,one member (Welfare

Committee), two members of the county assembly (Women Representation) and Clerk of the

County Assembly. The Committee is responsible for the long-term strategic direction of the fund

and recruitment of the Fund Administrator and senior management. The Committee exercises

leadership, enterprise, integrity and judgment in directing the Fund.

The committee members are provided with full, appropriate and timely information that enables

them to maintain full and effective control over the strategic, flnancial, operational and

complianoe issues. The day-to-day running of the operations of the fund is delegated to the fund

administrator but the Committee is responsible for establishing and maintaining the fund's

system of internal controls for the realization of its mandate of providing Car loan and mortgage

to members of the scheme.

All members of the Loans Management Committee have been taken through a comprehensive

induction programme, and are adequately trained on their roles as Committee members. The

members are professional, committed and guide<l by the mission, vision and core values ol the

Fund in execution oftheir duties.

LOANS MANACEMENT COMMITTEE MEETINGS

'Ihe meeting of the committee shall be convened by the chairperson or on his/her absence, by a

member designated as the chairperson and shall be convened at such times as may be necessary

fbr discharge of Committee's functions. The quorum for meetings shall be the chairperson and

an1'three members.

9ll)ag.c



BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30,2019

STATEMENT OF CORPORATE GOVERNANCE (Continued)

AUDIT AND RISK COMMITTEE

In ensuring that corporate governance and integrity is enhanced in between the governance ofthe
fund, the Loans Management Committee engages an audit and risk committee established by

County Assembly Service Board. The audit and risk committee advices the Loans Management

Committee on institutional risk management and compliance. The members of this committee

during the year under review were:

STATEMENT OF COMPLIANCE

The Loans Management Committee confirms that the fund has throughout the FY20l8/2019
complied with all statutory and regulatory requirements and that the fund has been managed in

accordance with the principles ofgood corporate governance.

The fiinge benefit tax is expected to be paid by the employer (County Assembly Service Board).

INTERNAL CONTROL AND RISK MANAGEMENT

Internal Control

The Loans Management Committee is responsible for reviewing the effectiveness of the fund's

system of internal control which is designed to provide reasonable, but not absolute, assurance

regarding the safbguarding ofassets against unauthorized use or disposition and the maintenance

of proper accounting records and the retiability of tinancial information used within the business

or for publication. These controls are designed to manage rather than eliminate the risk o[ failure
to achieve business objectives due to circumstances which may reasonably be fbleseen and can

only provide reasonable and not absolute assurance against material misstatement or loss.

Internal Control Framework

'the fund continues to review its internal control framework to ensure it maintains a strong and

effective intemal control environment. Business processes and controls are reviewed on an

ongoing basis. A risk-based audit plan, which provides assurance over key business processes

and operational and financial risks tacing the fund, is approved by the audit and risk committee.

S/No. Name Position in committee

I Mr. Calistus Wekesa Waswa Chairman Audit committee

2 Dr. Destaings N. Nyongesa Member Audit committee

3 CPA Jackson Wetosi Member Audit committee

4 Mrs. Diana Khaemba Member Audit committee

5 Mr. Altied Makokha Secretary Audit committee

l0ll)agc
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

STATEMENT OF CORPORATE GOVERNANCE (Continued)
The audit and risk committee considers signiticant control matters raised by management and

both the internal and external auditors and reports its findings to the Committee. Where

weaknesses are identitled, the committee ensures that management takes appropriate action. No

signiticant failings or weaknesses were identified during the FY 2018/2019.

Risk Management
The fund his in place a risk management framework which guides the fund in identifuing'

assessing and managing the risks. Thi fund has developed a risk register which documents and

prescribEs mitigating miasures of all the risks both extemal and internal facing the fund. The risk

management lramework and register are regularly reviewed to incorporate any emerging issues

in thJoperating environment. The risk management is coordinated by the head of internal audit,

who reviews all the risks in the tund and updates the risk register and ensures that all new and

emerging risks are appropriately evaluated and any further actions identified' The identified

risks are reported to the audit and risk committee to assist the Loans Committee in the

management of risks.

Management Team
The management team headed by the Fund Administrator implements the Loans Management

Committe; decisions and policiesthrough action plans. The team meets regularly to review these

action plans to ensure thaithe Committee's ob.iectives are achieved effectively and efficiently.

Auditor
The fund is audited by the Auditor-General

llll'agc



BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30,2019

7. MANAGEMENT DISCUSSION AND ANALYSIS

The fund has continued to grow over the years and the management has put measures in place to
safeguard against risks. The tund's activities expose it to a variety of flnancial risks including
credit and liquidity risks. The Fund's overall risk management programme focuses on

unpredictability of changes in the business environment and seeks to minimise the potential
adverse effect of such risks on its performance by setting acceptable levels of risk. The Fund

does not hedge any risks and has in place policies to ensure that credit is only extended to
members with an established credit history.

BUSINESS PERFORMANCE

Revenue

The tund earned revenues amounting to KShs. 7,368,980 t'rom exchange transactions.

The lund remained liquid throughout the year though it experienced low liquidity towards the

end of the financial year due to loan disbursements to new applicants. The fund is projecting
increased support fiom the county govemment.

Cash flow

There was a slight increase in cash and cash equivalents tiom KShs 4,259,347 as at 30 June

2018 to KShs 4,973,973 as at 30 June 2019. There was significant cash outflow and inflow as a

result of disbursements and repayments by members.

OPERATIONAL PERFORMANCE

The fund's core operating activity has been the offering car loans and mortgage to Members of
County Assembly. The county government has supported the fund and increased collections
fiom members of County Assembly have also added to the fund's better performance.

Conclusion

We appreciate the unrelenting support from the Loans Management Committee, staff, the county
government and all the key stakeholders. We look forward to the continued partnerships and
cooperation in areas of mutual interest in the FY 201912020.

12ll'rrgc
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BUNGOMA COUN'I'Y ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

8. REPORT OF THE LOANS MANAGEMENT COMMITTEE

The Committee submits its report together with the audited financial statements for the year
ended June 30,2019 which show the state ofthe Fund affairs.

Principal activities

The principal activity of the Fund is to provide financing to the Members of County Assembly to
purchase cars and Construct houses.

Results

The results ofthe Fund for the year ended June 30,2019 are set out on pages 16 to 33.

Committee Members

The members of the Loans Management Committee who served during the year are shown on
page 4 & 5. There were no changes in the Committee during the FY 2018/19.

Auditors

The Auditor Ceneral is responsible for the statutory audit of the Fund in accordance with Article
229 of the Constitution of Kenya and the Public Audit Act 2015.

By Order of the Committee

Ms. Rael Nekesa Khisa

Member of the Committee

Date:-==o \o 6 | -ror \
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

9. STATEMENT OF MANAGEMENT'S RESPONSIBILITIES

Section 167 of the Public Finance Management Aat,2Ol2 requires that, at the end of each
tlnancial year, the Administrator of a County Public Fund shall prepare financial statements fbr
the Fund in accordance with the standards and formats prescribed by the Public Sector
Accounting Standards Board.

The Administrator of the County Public Fund is responsible for the preparation and presentation of
the Fund's financial statements, which give a true and fair view of the state of affairs of the Fund
for and as at the end ofthe financial year ended on June 30,2018. This responsibility includes: (i)
maintaining adequate financial management arrangements and ensuring that these continue to be
effective throughout the reporting period; (ii) maintaining proper accounting records, which
disclose with reasonable accuracy at any time the flnancial position of the Fund; (iii) designing,
implementing and maintaining internal controls relevant to the preparation and fair presentation of
the financial statements, and ensuring that they are fiee from material misstatements, whether due
to eror or fraud; (iv) safeguarding the assets ofthe Fund; (v) selecting and applying appropriate
accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Administrator of the County Public Fund accepts responsibility for the Fund's financial
statements, which have been prepared using appropriate accounting policies supported by
reasonable and prudent judgements and estimates, in conformity with Intemational Public Sector
Accounting Standards (IPSAS), and in the manner required by the PFM Act, 2012. The
Administrator of the Fund is of the opinion that the Fund's flnancial statements give a true and fair
vierv ofthe state ofFund's transactions during the financial year ended June 30,2018, and ofthe
Fund's llnancial position as at that date. The Administrator further confirm the completeness of the
accounting records maintained for the Fund, which have been relied upon in the preparation of the
Fund's financial statements as well as the adequacy of the systems of intemal financial control.

In preparing the financial statements, the Administrator of the County Pubtic Fund has assessed
the Fund's ability to continue as a going concem and disclosed, as applicable, matters relating to
the use of goiltg concern basis of preparation of the financial statements. Nothing has come to the
attention of the Administrator to indicate that the Fund will not remain a going concem for at least
the next twelve nronths tiom the date of this statement.

Approval of the financial statements

-I'he 
F-und 1

s'ol t:
s llnancial statements were approved by the Loans Management Committee on
€ 2ot and signed on its behalfby

i

t
John Ongwae
F-und Administrator

14 ll'agc
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR GENERAL

E n ha nc i n g Accoun ta b i I i 4,

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box 30o84-o01oo

NAIROBI

REPORT OF THE AUDITOR.GENERAL ON BUNGOMA COUNTY ASSEMBLY CAR
LOAN AND MORTGAGE FUND FOR THE YEAR ENDED 30 JUNE, 2019

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Bungoma County Assembly Car
Loan and Mortgage Fund set out on pages 16 to 35, which comprise of the statement of
financial position as at 30 June, 2019, statement of financial performance, statement of
changes in net assets, statement of cash flows and the statement of comparison of budget
and actual amounts for the year then ended, and a summary of significant accounting
policies and other explanatory information in accordance with the provisions of Article 229
of the Constitution of Kenya and Section 35 of the Public Audit Act, 2015. ! have obtained
all the information and explanations which, to the best of my knowledge and belief, were
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matter described in the Basis for Qualified
Opinion section of my report, the financial statements present fairly, in all material
respects, the financial position of the Bungoma County Assembly Car Loan and Mortgage
Fund as at 30 June, 2019, and of its financial performance and its cash flows for the year
then ended, in accordance with lnternational Public Sector Accounting Standards
(Accrual Basis), Public Finance (County Assembly Car Loan (Members) Scheme Fund)
Regulations, 2018, and comply with the Public Financial Management Act, 2012.

Basis for Qualified Opinion

Cash and Cash Equivalents

The statement of financial position and Note 4 to the financial statements reflects cash
and cash equivalents balance of Kshs.4,973,973 which was the bank balance as at
30 June, 2019. However, a review of the bank reconciliation statements revealed that
the Management used the bank certificates balances for the three (3) bank accounts
instead of the reconciled cash book balances totalling Kshs.10,598,566, resulting into an
unreconciled variance of Kshs.5,624,893 as tabulated below;

t-1
)' {.

Report of the Auditor-General on Bungoma County Assembly Car Loon and Mortgage Fund for the year ended

30 June, 2019
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Bank Name Account No.

Reported
Balance
(Kshs.)

Reconciled
Balance
(Kshs.)

Variance
(Kshs.)

Kenya Commercial Bank 1220563730 4,958,866 4,958,866

Bank of Africa 2624950004 6,260 250,000 243,740

Bank of Africa 2624950017 8,847 5,390,000 5,381,153

4,973,973 10,598,566 5,624,893

ln the circumstances, it was not possible to confirm that the cash and cash equivalents
balance of Kshs.4,973,973 as at 30 June, 2019 was fairly stated.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Bungoma County Assembly Car Loan and
Mortgage Fund Management in accordance with ISSAI 130 on Code of Ethics. I have
fulfilled other ethical responsibilities in accordance with the ISSAI and in accordance with
other ethical requirements applicable to performing audits of financial statements in
Kenya. I believe that the audit evidence I have obtained is sufficient and appropriate to
provide a basis for my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on LaMulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Gonclusion

1. Non-Current Receivables

1.1 Lack of Security on Loan Disbursed to Members

Examination of records provided for audit review revealed that, the long term loan
repayments due totalling Kshs.276,955,516 under Note 5(b) to the financial statements,
include a balance of Kshs.255,155,516 for both car loan and mortgages which were not
secured with registration of logbooks and title deeds on joint ownership of the acquired
assets contrary to Regulation 8(2) of the Public Finance (County Assembly Car Loan
(Members) Scheme Fund) Regulations,2018 that requires the log-book of a vehicle

Report of the Auditor-General on Bungoma Counly Assembly Car Loan ond Mortgage Fund for the year ended
30 June, 2019
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subject to a loan from the Fund to be issued jointly between the County Assembly and
the member of the Scheme and be kept in the custody of the officer administering the
Fund until the loan is repaid in full by the member of the Scheme.

Further, the Fund failed to adhere to Regulation 15(1) of the Public Finance Management
(County Assembly Mortgage (Members) Scheme Fund) Regulations, 2018, which
requires the Fund to have a charge registered on the property financed through a loan
granted and its name entered in all documents of title for such property.

1.2 Un-recovered Loan Arrears

It was noted that included in the long term loan repayments due of Kshs.276,955,516
under Note 5(b) in the financial statements was a non-recovered amount of
Kshs.33,900,825 relating to loans advanced to members of the first County Assembly
who did not make it to the current parliament. lt was noted that no progress had been
made to initiate recovery of the outstanding loans held by former members in absence of
formal secu rity documentation.

Consequently, the Fund was not in compliance with Regulation 12 of the Public Finance
(County Assembly Car Loan (Members) Scheme Fund) Regulations, 2018 which states
that a loan advanced shall be repaid in full over a maximum period of sixty (60) months
and Regulation 13 (1) of the Public Finance Management (County Assembly Mortgage
(Members) Scheme Fund) Regulations, 2018 which states that a loan granted shall be
fully repaid at the end of the term of that Assembly.

!n the circumstances, it was not possible to ascertain the recoverability of the loan balance
of Kshs.33,900,825 reported as at 30 June, 2019.

2. Lack ofan Approved Budget

Review of the Fund's loan management committee minutes and financial statements for
the year under review revealed that operation of the Fund was not guided by an approved
budget. Therefore, administration of the Fund was not conducted in compliance with
Section 149(2h) of the Public Finance Management Act, 2012, which requires the
accounting officer to prepare estimates of expenditure of the entity in conformity with the
strategic plan.

ln the circumstances, the Fund conducted its business during the year under review in
breach of the law.

3. Outstanding Borrowings by County Assembly Service Board

The statement of financial position of the Fund reported a figure of Kshs.37,331,966 under
current portion of long term receivables from exchange transactions, included in this
balance is Kshs.36,722,914 in respect of un-refunded borrowings by the County
Assembly Service Board as under Note 5(a) which is in contravention of Regulation 4 of
both the Public Finance Management (County Assembly Members Car Loan Scheme
Fund) Regulations, 2018 and the Public Finance Management (County Assembly
Members Mortgage Fund) Regulations, 2018 which states that the object and purpose of
the Fund is to provide a loan scheme for the purchase of vehicles by members of the
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scheme and for the purchase, development, renovation or repair of residential property
by members of the scheme, respectively.

4. Non Recovery and Remittance of Fringe Benefit Tax

It was noted that the Fund did not remit to Kenya Revenue Authority (KRA) fringe benefit
tax accrued from the low interest loans extended to its members during the year
amounting to Kshs.2,947,592 as tabulated below.

lnterest @3% P.A
(Kshs.)

lnterest at KRA Prescribed
Rate @ 7% P.A

(Kshs.)

Taxable
Fringe Benefit

(Kshs.)
FBT @ 30%

(Kshs.)
7,368,980 17,194,287 9,825,307 2,947,592

Thus, the Management of the Fund did not comply with Section 12(81) of the lncome Tax
Act, 2010 that requires an employer to pay fringe benefit tax in respect of a loan provided
to an employee or director at an interest rate lower than the market interest rate. Further,
the administrator was in contravention of Section 12(3) of the Act which requires fringe
benefit tax to be charged on the total taxable value of a fringe benefit provided by an
employer in a month and remitted on or before the tenth day of the following month to
KRA.

Consequently, the Fund is exposed to penalties and interest due to non-compliance with
provisions of the lncome Tax Act.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK I/ANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the PublicAuditAct,20l5, based on the procedures
performed, I confirm that, nothing has come to my attention to cause me to believe that
internal controls, risk management and governance were not effective.

Basis of Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.
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Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness
of internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Board's ability to continue to sustain services, disclosing, as applicable, matters related
to sustainability of services and using the applicable basis of accounting unless the
Management is aware of the intention to terminate the Board or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

Those charged with governance are responsible for overseeing the Board's financial
reporting process, reviewing the effectiveness of how the entity monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to overall
governance and risk management, and ensuring the adequacy and effectiveness of the
control environment.

Auditor-General's Responsibi I ities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a materialmisstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
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compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7) of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

a

a

a

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Board's ability to continue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Board to cease
to continue to sustain its services.
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a Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Board to express an opinion on the financial statements.

a

a Perform such other procedures as I consider necessary in the circumstances

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA CBS
AUDITOR.GENERAL

Nairobi
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30,2019

I I. FINANCIAL STATEMENTS

II.1. STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 3OII'

JUNE 2019

Revenue from exchange transactions

lnterest income I
7,368,980 3,773,680

Other income 2 2,547,640

Total revenue
7,368,980 6,321,320

Bxpenses

General expenses J
8,524,432 5.2tt5,939

'fotal expenses 8,524,432 5,285,939

Surplus/( deficit) for the period r.155.45r I,035,382

The notes set out on pages 30 and 33 form an integral part ofthese Financial Statements
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BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FIJND
Reports and Financial Statements
For the year ended June 30, 2019

I1.2. STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2OI9

l'hc accounting policies and explanatory notes to these l'inancial statements lorm ap integral part
of the tlnancial statements. The entity financial statentents were approved on 3u-lb6 2019
and signed by:

iltlr, r

Administrator of the Fund
Name: John Ongwae Mosongo

lTlPage

Assets

Current assets

Cash and cash equivalents 4 4,973,973 4,259,347

Current portion of long term receivables from
exchange transactions 5A 37,331,966 73,529,415

Non-current assets

Long term receivables from exchange transactions 5B 276,955,516 242,628,145

-I'otal 
asscts 319,261,455 320,416,907

Net assets

Revolving Fund 3 r5,000,000 3 15,000,000

Accumulated surplus 4,261,455 5,416,907

Total net assets and liabilities 319,261,455 320,416,907

Note FY20t8t20t9 Fy20t7n0t8
KShs KShs



BUNGOMA COUNTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

I I.3. STATEMENT OF CHANGES IN NET ASSETS AS AT 30 JUNE 2OI9

3 t 9,381,5254,381,525315,000,000Balance as at I July 2017

1,035,382I,035,382Surplus/(deticit) {br the period

320,416,9075,416,907315,000,000Balance as at 30 June 2018

320,416,9075,416,907315,000,000Balance as at I July 2018

I ,l 55,451l , 155,45 ISurplus/(deficit) f,or the period

3l 9,261 ,4554,261,455315,000,000Balance as at 30 June 2019

l8 ll'age
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BUNGOMA CO(INTY ASSEMBLY _ CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
For the year ended June 30' 2019

I I.4. STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2OI9

(IPSAS 2 allows an entity to present the cash flow statement using the direct or indirect method

but encourages the direct ..thod. PSASB also recommends the use of direct method of cash

no* pr"putution. The above illustration assumes direct method)

activitiesCash flows from

3,773,6807,368,980Ilnterest received

2,547,6402
Receipts ttom other operating activities

6,321,320
7,368,980Total ReceiPts

5,285,939
8,524,432

J

General expenses

5,285,939
8,524,432Total Paymcnts

1,035,382(l,l 55,452)Cash flows from activities

(23,537,226)(26,880,000)5ADebtors B
49,069,38063,686,5015ADebtors

5n (60e,0!?)_lntel'cst [{cceivable
25,532,15436,191,449

26,567,53535,023,602Net Cash flows from Activities

activitiesCash flows from
5 1,094,I 5362,769,6605BProceeds liom loan

(211,550,000)(97,078,635)5BLoan disbursements out

(21 ,800,000)5Blnsurance

(182,255,847)(34,308,976)Net cash flows used in investi activities

(155,688,312)714,626Net increase/(decrease) in cash and cash

uivalcnts
1s9.947,6594,259,3474Cash and cash equival ents at I JULY
4,259,3474,973,9734lents at 30 JTJNECash and cash

19ll'trgc



BUNGOMA COUNTY ASSEMBLY_CAR LOAN AND MORTGAGE FUND
Reports and Financial Statements
For the year ended June 30, 2019

KShsKShs KShs KShsRevenue KShs

(3,598,3 89)
t95%

3.770,591 7,368,9803,770,591
lnterest income

2,54'.7,640
0%

2,547,6402,547,640Other income

1 llo/o
7,369,990 (1,050,749)6,318,232Total income

6,318,232

Expenses

(2,206,200)
t35%

6,318,232 8,524,4326,318,232General expenses

135"/o
8,524,432 (2,206,200)6,318,2326,318,232

Total expenditure

1,155,4511,155,451
Surplus for the
period

11.5. sTATEMENT oF coMpARIsoN oF BUDGET AND AcruAL AMouNTS FoR THE PERIOD ENDED 30'h JUNE

2019

20lPage

atJt2019

:j.'Actual on*''
boniprrable
'- r' . Dilsls

Drigiiriit

20r9
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BUNGOMA COT]NTY ASSEMBLY - CAR LOAN AND MORTGAGE FUND

Reports and Financial Statements
For the year ended June 30, 2019

11.6. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Statement of compliance and basis of preparation

The Fund,s financial statements have been prepared in accordance with and comply with International Public Sector Accounting Standards

(lpSAS). The financial statements are presenied in Kenya shillings, which is the functional and reporting currency of the Fund. The accounting

policies have been consistently applied to all the years presented'

The financial statements have been prepared on the basis ofhistorical cost, unless stated othenvise. The cash flow statement is prepared using the

direct method. The financial statements are prepared on accrual basis.

2. Adoption ofnew and revised standards

The entity did not adopt any new or amended standards in year 2019.

3. Revenue recognition

i) Revenue from non-exchange transacti0ns

Transfers from other government entities
Revenues from non-exchange transactions with other government entities are measured at fair value and recognized on obtaining control ofthe

asset (cash, goods, services-and property) ifthe transfei is free from conditions and it is probable that the economic benefits or service potential

related to the asset will flow to the entity and can be measured reliably'

ii) Revenue from exchange transactions

Interest income

Interest income is accrued using the effective yield method. The effective yield discounts estimated future cash receipts through the expected life

of the financial asset to that asit,s net carrying amount. The method applies this yield to the principal outstanding to determine interest income

each period.
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Reports and Financial Statements
For the year ended June 30, 2019

4. Budget information

(a) The financial statements are prepared on accrual basis using a classification based on the nature of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial statements were recast from the accrual basis
to the cash basis and reclassified by presentation to be on the same basis as the approved budget. A comparison of budget and actual
amounts, prepared on a comparable basis to the approved budget, is then presented in the statement ofcomparison ofbudget and actual
amounts.

In addition to the Basis difference, adjustments to amounts in the financial statements are also made for differences in the formats and
classification schemes adopted for the presentation ofthe financial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement of comparison of budget and actual amounts and the
actuals as per the statement of financial performance has been presented under section 12.5 ofthese financial statements.

5. Financial instruments

Financiol assets

Initial recognition ontl measu rement

Financial assets within the scope of IPSAS 29 Financial Instruments: Recognition and Measurement are classified as financial assets at fair value
through surplus or deficit, loans and receivables, held-to-maturity investments or available-for-sale financial assets, as appropriate. The Entity
determines the classification of its financial assets at initial recognition.

Loans and receivobles

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. After
initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest method, less impairment.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate. Losses arising from impairment are recognized in the surplus or deficit.

Held-to-maturity
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Reports and Financial Statements

For the Year ended June 30' 2019

Non-derivative fi nancial assets with fixed or determinable payments and fixed maturities are ctassified as held to maturity when the Entity has

the positive intention and ability to hold it to maturitY After initiat measurement, held-to-maturitY investments are measured at amortized cost

using the effective interest method, less imPairment. Amortized cost is calculated by taking into account any discount or Premium on acquisition

and fees or costs that are an integral part ofthe effective interest rate. The losses arising from impairment are recognized in surPlus or deflcit.

Impairment of Jinancial assets

The Entity assesses at each reporting date whether there is objective evi-den9e that a financial asset or a entity of financial assets is impaired' A

financial assetor an entity of financial assets is o."r"ii"t. i*paired if, ""d";it 
ir, ttere is objective evidence of impairment as aresultof one

or more events that has occurred after the initiur .".ogni ion oiarr. asset,(an incurred'loss event') and that loss event has an impact on the

estimated future cash flows of the financiar usr.t o,. ir,'.-.niiry of financiat uss"ts that can be reliably estimated' Evidence of impairment may

include the following indicators:

}Thedebtorsoranentityofdebtorsareexperiencingsignificantfinancialdifficulty

P Default or delinquency in interest or principal payments

}Theprobabilitythatdebtorswillenterbankruptcyorotherfinancialreorganization

) observable data indicates a measurable decrease in estimated future cash flows (e.g. changes in arrears or economic conditions that correlate

with defaults)

Financial liabilities

I nitial recognition and measurement

Financial liabirities within the scope of IpsAS 29 are crassified as financial liabilities at fair value through surplus or deficit or loans and

borrowings, * upprop.iui". it " Enii,y determines it 
" 

.r^rin*tion of its financial liabilities at initial recognition'

All financial liabilities are recognized initially at fair value and, in the case ofloans and borrowings, plus directly attributable transaction costs'

Loans and borrowing
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After initia[ recognition, interest bearing loans and borrowings are subsequentlY measured at amortized cost using the effective interest method'

Gains and losses are recognized in surplus or deficit when the liabitities are derecognized as well as through the effective interest method

amortization Process'

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the

effective interest rate.

6. Nature and PurPose of reserves

The Entity creates and maintains reserves in terms of specific requirements'

7. Changes in accounting poticies and estimates

The Entity recognizes the effects of changes in accounting policy retrospectively. The effects of changes in accounting policy are applied

prospecti;ely if ietrospective appl ication is impractical'

8. Related Parties

The Entity regards a related party as a person or an entity with the ability to exert control individually or iointly, or to exercise significant

influence over the Entity, or vice versa. Members of key management are ..g*a.o as related parties and comprise the Fund Administrator and

cash and cash equivarents comprise cash on hand.and cash at bank, short-term deposits on call and highly liquid investments with an original

maturity of three r""ti,, ", 
r"r", *hi.h ur. readily convertible to knownr*ount, of cash and are t'bJt"t to insignificant risk of changes in

value. Bank account barances include amounts t.tl uitt" central Bank of i.nyu and at,various commlrcial banks at the end of the financial

year. For the purposes of these financial statements, 
"^n 

*a cash equivalents aiso include short term cash Imprest and advances to authorised

public officers and/or institutions which were not surrendered or accounted for at the end of the financial year'

the Fund Accountant.

9. Cash and cash equivalents
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For the ended June 30' 2019

I 0. Compa rative figures

where necessary comparative figures for the previous financial year have been amended or reconfigured to conform to the required changes in

presentation.

11. Events after the reporting period

There were no material adjusting and non- adjusting events after the reporting period'

12. Uttimate and Holding EntitY

The entity is a county public Fund established by Section 167 of the Public Finance Management (PFM) Act2012. Its ultimate parent is the

ABC county assemblY.

13. Currency

The financial statements are presented in Kenya Shillings (Kshs)'

14. Financial risk management

The Fund,s activities expose it to a variety of financial risks including credit and liquidity risks. The Fund's overall risk management programme

focuses on unpredictability of changes in the business environmenl and seeks to minimise the potential adverse effect of such risks on its

performance by setting acceptable l-evels of risk.. The Fund does not hedge any risks and has in place policies to ensure that credit is only

Lxtended to customers with an established credit history'

The Fund's financial risk management objectives and policies are detailed below:

a) Credit risk

The Fund has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due' credit risk arises from

cash and cash equivalents, and deposits with banks, as well as trade and other receivables and available-for-sale financial investments'
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Management assesses the credit quality of each member. taking into account its financial position, past experience and other factors. Individual

risk limits are set based on internal or external assessment in accordance with limits set by the directors. 'I-he amounts presented in the statement

of financial position are net of allowances for doubtful receivables, estimated by the company's management based on prior experience and their

assessment of the current economic environment.

The carrying amount of financial assets recorded in the financial statements representing the entity's maximum exposure to credit risk without

taking account of the value of any collateral obtained is made up as follows:

The members under the fully performing category are paying their debts. The credit risk associated with these receivables is minimal and the

allowance for uncollectible amounts thaithe company has recognised in the financial statements is considered adequate to cover any potentially

irrecoverable amounts.

The Loans Management Committee sets the Fund's credit policies and objectives and lays down parameters within rvhich the various aspects of

credit risk management are operated.

At 30 June 2019

314,287,482 3 16,157,560Receivables from exchange transactions
4,259,3474,973,973Bank balances

319,261,455 319,261,455Total

At 30 June 2018
316,157,560316,157,s60Receivables from exchange transactions

4,259,347 4,259,347Bank balances
320,416,907 320,416,907Total
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b) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Fund Administrator, who has built an appropriate liquidity risk management
framework for the management of the entity's short, medium and long-term funding and liquidity management requirements. The entity
manages liquidity risk through continuous monitoring of forecasts and actual cash flows.

The table below represents cash flows payable by the Fund under non-derivative financial liabilities by their remaining contractual maturities at

the reporting date. The amounts disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances, as the impact of discounting is not significant.

c) Market risk

The Loans Management Committee has put in place an internal audit function to assist it in assessing the risk faced by the entity on an ongoing

basis, evaluate and test the design and effectiveness ofits intemal accounting and operational controls.

At 30 June 2019

Current portion of borrowings 36,722,914 36,722,914

36,722,914 36,122,914Total

At 30 June 2018

99.061,569Current portion of borrowings 73,529,415

99,061,569 99,061,569Total
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Market risk is the risk arising from changes in market prices, such as interest rate, equity prices and foreign exchange rates which will affect the

entity,s income or the value of its holding of financial instruments. The objective of market risk management is to manage and control market

risk Lxposures within acceptable parameters, while optimising the return. Overall responsibility for managing market risk rests with the Audit

and Risk Management Committee.

The Fund's Finance Department is responsible for the development of detailed risk management policies (subject to review and approval by

Audit and Risk Management Committee) and for the day to day implementation of those policies.

There has been no change to the entity's exposure to market risks or the manner in which it manages and measures the risk.

) Interest rate risk

Interest rate risk is the risk that the entity's financial condition may be adversely affected as a result of changes in interest rate levels. The

company,s interest rate risk arises from bank deposits. This exposes the Fund to cash flow interest rate risk. The interest rate risk exposure arises

mainly from interest rate movements on the Fund's deposits.

Managemenl of interest rale risk

To manage the interest rate risk, management has endeavoured to bank with institutions that offer favourable interest rates

d) Capital risk management

The objective of the Fund's capital risk management is to safeguard the Fund's ability to continue as a going concem. The entity capital structure

comprises of the following funds:

319,381,525320,416,907Revolving fund
1,035,392-1,155,451Accumulated surplus

320,416,917320,416,917Total funds
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4,259,3474,973,973Less: cash and bank balances

207,290,65392,t04,662Net debt/(excess cash and cash

equivalents)

65o/o29o/"Gearing

Total 97,078,635 2tl
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11.7. NOTES TO THE FINANCIAL STATEMENTS

1. Interest income

2. Other income

3. General

Interest income from loans(mortgage or car loans)
7 J I t5

7
Total interest income

2,547,640
Miscellaneous income ( Bank Interest)

2,547,640
Total other income

4,358.600Hospitality (Allowances)
8.447,800

76,632 927,339Other expenses-Bank Charges

8,524,432 5,285,939Total
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4. Cash and cash equivalents

Detailed analysis ofthe cash and cash equivalents are as follows:

4,259,3474,973,973Current account
4,259,3474,973,973Total cash and cash equivalents

Current account

4,958,866 4,244,240
Kenya Commercial bank ACC.

No.1220563730

6,260 6,260B ank Of Afric a 026249 50007

8.8478,847Bank Of Afric a 026249 500 1 7

4.259,3474,973,973Grand total
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5. Receivables from exchange transactions

5A. Current Receivables

Balance brought forward 73,529,415 99,061,569

Add:-Debtors borrowings 26,880,000 23,537,226

Less:-Debtors repayments (63,686,501) (49,069.380)

36,722,914 73,529,415
Current loan repayments due-CASB
Borrowings

Interest receivable 609,0s2

Total Cu rrent receivables 37,331,966 73,529,415

5B. Non-Current receivables

Balance brought forward 220,828,145 60,372,297

97,078.635 2l r,550,000Add:-Loan disbursements paid out

(62,769,660) (5 1,094, r 53)Less:-Proceeds from loan principal
repayments

220,828,145Long term loan repayments due 255,155,516

2 1,800,000Other exchange debtors-lnsurance
Receivable

21 ,800,000

242,628,145Total Non-cu rrent receivables 276,955,516

316,157,550314,287,482
Total receivables from exchange
transactions
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) Basis Receivables Forward

2018n9
220,828,145Bal b/f

Loan issues

Previous loan offset-Old loans for Current MCA's 5,194,842

97,028,636Additional issues-Current MCA's

50.000Cash issue

102,273,477

Repayments

6,257,027Old loans (Offset plus Cash Deposits)

61,689,078Current Loans

67,946,106

255,1 55,516Outstanding Balance 2018-19
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12. PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

The following is the summary of issues raised by the external auditor, and management comments that were provided to the auditor. We have

nominated focal persons to resolve the various issues as shown below with the associated time frame within which we expect the issues to be

resolved.

Comrnent [GOOl]: Figure mmded to agr@ to
tlE rcpffied outst4ding loms at ys md 6 the
Futrd had not sured all thc loms

Fund

AdrntttiS!
ration
Committ
ee

It was noted that the loans totaling to 
I

Kshs.220,828,1145[ disbursed !C $eqrlefq e.qd

remained outstanding as ai ro iune zoig for uoihi

car loan and mortgages were not secured by having

registration of joint ownership of the acquired

assets contrary to regulations which require joint
registration of ownership and placing the title
document in custody of fund administration.

Therefore, the Fund contravened Regulation 8(2) of
the Pubtic Finance (County Assembly Car Loan

(Members) Scheme Fund) Regulations, 2018 that

requires the log-book of a vehicle subject to a loan

from the Fund to be issued jointly between the

County Assembly and the member of the Scheme

and be kept in the custody of the officer
the Fund until the loan is repaid inadministering

Lack of
Security on
Loans
Disbursed to
Members
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full by the member of the Scheme.

In addition, the Fund failed to adhere to
Regulationl5(l) of the Public Finance Management
(County Assembly Mortgage (Members) Scheme

Fund) Regulations, 2018 requires that the Fund to
have a charge registered on the property financed

through a loan granted and its name entered in all
documents of title for such property as well as log
books.

Comment [GOO2]I Figure aligncd to rhe
finaoal sataat balace in the Amended FS

Fund
Administ
rator

ResolvedThe long term receivables from exchange

transactions balance of fshs.Z+2,628,1t+Sl
comprises long term loan repayments due and other
exchange debtors of Kshs.220,828,145 and

Kshs.21,800,000 respectively. However, it was

noted that included in the long term loan

repayments due is a non-recovered amount of
Kshs.33,900,825 relating to loans advanced to
members of the first county assembly who were not
re-elected in 2017. Further, it was noted that no
progress had been made to initiate recovery of the

2.Un-recovered
Loan Arrears
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outstanding loans held by former MCAs in absence

of formal security documentation.

Consequently, the Fund was not in compliance with
the Salary Review Commission circular Ref.

SRC0l l/l l/2013 which directed for the MCAs car

loan and Mortgage cash advances to be fully repaid

within five (5) years or before the end of the term

of office, whichever is earlier.

Consequently, it rvas not possible to ascertain the

recoverability of the loans balance of
Kshs.33.900,825 u at 30 June 2018.

Fund
Administ
ration
Committ
ee

On-goingReview of the Fund's loan management committee

minutes and financial statements for the year under

review revealed that operation ofthe Fund were not

guided by an approved budget. Therefore,

administration of the Fund was not conducted in

compliance with Section 149(2h) of the Public
Finance Management Act.2012, which requires the

accounting officer to prepare estimates of
expenditure of the entity in conformity with the

3. Lack of an
Approved
Budget
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strategic plan. In addition, the Fund was exposed to

risk of over and underutilization and misapplication
ofthe funds.

F'und
Administ
rator

Resolved
4.Outstanding
Borrowings by
County
Assembly
Service Board

The statement of the financial position of the Fund

reported a figure of Kshs.73,529,415 in respect of
unrefunded borrowings by the County Assembly

Service Board under receivables from exchange

transactions in contravention of Regulation 4 of
both the Public Finance Management (County

Assembly Members Car Loan Scheme Fund)

Regulations, 2018 and the Public Finance

Management (County Assembly Members

Mortgage Fund) Regulations, 2018 which states

that the object and purpose ofthe fund is to provide

a loan scheme for the purchase of vehicles by

members of the scheme and for the purchase,

development, renovation or repair of residential

members of the scheme.

Fund
Administ
rator

Not
Resolved

It was noted that the Fund had not remitted to
Kenya Revenue Authority (KRA) fringe benefit ta.x

accrued from the low interest loans extended to its

S.Failure to
Remit Fringe
Benefit Tax
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members since its inception to end of June 2018

and amounting to Kshs. ll,l7l,365.Thus, the

management of the Fund did not comply with the

section l2(Bl) of the Income Ta.x Act, 2010 that

requires an employer to pay fringe benefit tax in
respect of a loan provided to an employee or
director at an interest rate lower than the market

interest rate. Further, the administrator was in
contravention of Section 12(3) of the Act which

requires that fringe benefit tax to be charged on the

total taxable value of a fringe benefit provided by

an employer in a month and remitted on or before

the tenth day of the following month to KRA.

Consequently, the Fund is exposed to penalties and

interest due to non-compliance with provisions of
the Income Tax Act, 2010.
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